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COST ACCOUNTING STANDARDS BOARD
The House Appropriations Committee has issued a report on legislative appropriations
for the Board to accompany HR 4390. The committee report concludes that funds
for the Board should be cut for fiscal year 1980 and that the Board be 
terminated at the end of fiscal year 1980. The committee notes that while 
the Board has made substantial contributions to the development of cost 
accounting standards, its useful life should be prolonged only until the 
completion of indirect cost standards (CAS 417-421). The Senate Appropriations 
committee has yet to act on the funding request.
FEDERAL COMMUNICATIONS COMMISSION
"Selected FCC Regulatory Policies: Their Purpose and Consequences for Commercial
Radio and TV" is the title of a recently issued GAO report. The report
assesses the impact of selected regulatory policies and rules on commercial 
radio, television broadcasters and the general public. GAO recommendations 
to Congress and the FCC include: broadcast licensing process; regulation 
of program service; ascertainment; broadcast station ownership; equal 
employment opportunity; equal opportunities/fairness doctrine; broadcast 
spectrum charges; and agency comments. One free copy of the report 
(CED-79-62, 6/4/79) is available by calling 202/275-6241.
FEDERAL RESERVE BOARD
Final regulations which revise the rules governing international operations
of member banks, Edge and Agreement Corporations, and bank holding companies
were published in the 6/20/79 Fed. Reg., pp. 36005-12. The regulations include 
rules for the ownership of Edge Corporations and their operation in the U.S., 
overseas actions, activities and investments of Edge Corporations, member 
banks and bank holding companies lending limits and capital requirements 
for Edge Corporations, and other regulatory restrictions on internal 
operations and authorization for the establishment and operation of foreign 
branches of member banks. These rules became effective on 6/14/79. For 
more information contact Frederick Dahl (202/452-2727) or C. Keefe Hurley,
Jr. (202/452-3269).
A proposal (S.1347) "to provide improved consumer services and to strengthen
the ability of financial institutions to adjust to changing economic
conditions" has been introduced by Sens. Alan Cranston (D-Cal) and William
Proxmire (D-Wis). S.1347, the Depository Institutions Deregulation Act
of 1979, would remove the restrictions on interest-bearing checking 
accounts (NOW accounts) for individuals and nonprofit groups offered by 
depository institutions and on sharedraft accounts offered by credit 
unions. It would also provide for expanded asset powers for thrift 
institutions, including increases in consumer lending, commercial paper, 
and trust powers. A uniform interest rate of 1/4% below the lowest passbook 
interest rate would be established for NOW  and sharedraft accounts. New 
England NOW  accounts and existing sharedraft interest rates would be grand­
fathered in at current interest rates, and reserves for non-member 
depository institutions would be phased in over a four-year period. In 
addition, a phaseout plan would allow for gradual escalation in interest 
rate ceilings until all controls expired at the end of 10 years.
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HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Legislation (S.1382) that w ould replace the current welfare system with a program 
of fixed block grants to the states was introduced last week by Sen. Russell 
Long (D-La). The proposal consists of the three major funding provisions: 
the federal government would provide a fixed amount equal to the funds states 
are now receiving from the Aid to Families with Dependent Children program; 
a $1 billion pool would also be distributed to the states strictly on 
the basis of population; and an additional $400,000 pool w ould be distributed 
to those states that rank lowest in per capita inccme. According to the 
bill’s sponsor, this proposal w ould encourage the states to cut waste and 
fraud from their systems because any savings effected through improved 
administration w ould be completely retained by the states until 1986. At 
that point, the Federal government w ould begin to decrease its payments by 
2% annually. If passed, this program would go into effect in 1981, but an 
8-state pilot program would be conducted prior to that time.
INTERSTATE COMMERCE COMMISSION
A draft proposal on trucking deregulation has been submitted to the Congress by 
President Carter. According to the statement which accompanied the draft 
legislation, the proposal would establish a new regulatory policy emphasizing 
"reliance on competition rather than government regulation to the maximum 
extent possible to reduce rates, improve services, attract capital, 
increase efficiency and offer the opportunity to earn fair profits." Major 
provisions of the legislation include the removal of many certificate 
restrictions, entry and procedural reform, changes in exemptions, repeal 
of the antitrust immunity for ratemaking, and imposition of 5-year 
authority over mergers for the Commission.
LABOR, DEPARTMENT OF
A final regulation relating to the investment of pension plan assets under ERISA's
prudent man rule has been issued. This rule is partially intended to make
it clear that investments in small or new businesses are not considered 
imprudent under ERISA. According to a department summary of the rule, the 
relative riskiness of an investment does not make it prudent or imprudent 
per se, and that the prudence of an investment decision must be judged with 
regard to the role that the proposed investment plays within the overall 
plan portfolio. This regulation was modified to provide that the prudence 
requirement has been met when a fiduciary has given appropriate consideration 
to the facts and circumstances that he knows or should know are relevant.
This rule will become effective on 7/23/79. For further information, contact 
Paul R. Antsen (202/523-8971) or Gregor B. McCurdy (202/523-9141).
In a related development, a report of pension fund investments recently 
released by the Senate Judiciary Subcommittee on Antitrust includes evidence 
that such assets are being invested in ways that undermine the interests 
of plan beneficiaries. The report, "Beneficiary Participation in Private 
Pension Plans," is based on testimony received at hearings held by the 
Antitrust and Citizens and Shareholder Rights Subcommittees. The report calls 
for investigations by the Labor Department and General Accounting Office 
into various aspects of fund investment. Copies of this report may be 
obtained from the Senate Judiciary Subcommittee on Antitrust, Monopoly, 
and Business Rights, U.S. Senate, Washington, D.C. 20510.
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OFFICE OF MANAGEMENT AND BUDGET
"Recommendations of the Commission on Government Procurement: A Final 
Assessment" is the title of a recent GAO report. Another in a series
of "status reports" on reform in the procurement process, it provides 
a brief history of the reform process and a detailed study of such items 
as the proposed Federal Acquisition Regulation, the Acquisition Institute, 
and government sponsored research and development. In addition, it 
contains an appendix with a progress report on the status of various 
Procurement Commission recommendations. The study concludes that various 
problems such as poor visibility within the Office of Federal Procurement 
Policy could hurt reform chances. For copies of the report call GAO, 
202/275-6241 and request report no. PSAD-79-80, 5/31/79.
A program to eliminate waste in agency financial systems will be launched by 
the Federal government, according to CMB Director James McIntyre. In a 
speech last week before the Association of Government Accountants, McIntyre 
described serious weaknesses in agency systems such as "billions of 
dollars in unresolved audit findings, millions in unspent grants, 
uncontrolled overtime costs, slow  and careless debt collection" and other 
problems. As part of the improvement program, the GAO will be inspected 
to remove difficulties that "have been impeding GAO approval of systems 
for almost 30 years." OMB will also be working with GAO to upgrade 
internal systems for the elimination of waste, inefficiency, fraud and 
abuse. Some of the financial system problems that will be addressed are 
cash management, audit followup, grant financing and grant accountability.
PENSION BENEFIT GUARANTY CORPORATION
"Revising Multiemployer Plan Termination Insurance" is the title of a guide 
to PBGC recommendations to Congress. It discusses ERISA and procedures 
to insure workers against loss of their pensions should their pension 
plan terminate. The guide covers such areas as: the nature of multi- 
employer plans; the effect of declining industries; PBGC recommendations; 
and an urgent agenda. It lists PBGC staff members who may be contacted 
for further information concerning the recommendations for revision on the 
Multiemployer Termination Insurance Program. One free copy of the guide 
may be obtained by calling PBGC at 202/254-4817.
SECURITIES AND EXCHANGE COMMISSION
Brokerage customers cannot bring an action under section 17(a) of the Securities 
Exchange Act against accountants who fail to discover misstatements in 
audited financial reports filed with the SEC according to the Supreme Court 
decision in Touche Ross & Co. v. Redington (78-309, 6/18/79). The case, 
which was decided on procedural grounds, reversed an Appeals Court decision. 
The Supreme Court stated that customers of securities brokerage firms that 
file financial reports under section 17 (a) of the ’34 Act do not have an 
implied cause of action for damages under that section against accountants 
who audit such reports based on misstatements contained in the reports.
The accounting provisions, rather than the antibribery provisions, are the most 
significant feature of the Foreign Corrupt Practices Act from the Commission’s 
standpoint according to SEC Chairman Harold Williams. Speaking on "Foreign 
Investment in the U.S. on 6/19/79, Chairman Williams noted that "the 
accounting provisions seem to contain little potential for complicating
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legitimate transnational corporate operations, although difficult questions 
may arise concerning the application of the recordkeeping requirements to 
foreign affiliates of U.S. issuers, to foreign issuers with securities 
traded in our markets, and to the American subsidiaries of foreign parents 
when those subsidiaries have a public minority." Responding to charges 
that U.S. firms may be losing business because of the antibribery provisions 
he stated he was "not presently aware of any empirical evidence, or other 
verifiable data, that would support the suggestion that the Act is having 
a significant effect on American foreign trade." Any economic costs 
resulted from its enactment must be viewed in light of the Congressional 
determination that corporate bribery should not be condoned, he asserted.
TREASURY, DEPARTMENT OF
Proposals aimed at tax code simplification were outlined by representatives of 
the AICPA Federal Tax Division before the Senate Finance Subcommittee on 
Taxation on 6/22/79. Charles R. Lees, CPA, noted that the Internal 
Revenue Code has become more voluminous, complex, and rapidly changing in 
recent years. He pointed out that the length of the code has more than 
doubled in the past 15 years and the IRS has indicated it has a 3-year 
backlog of regulation projects. Martin L. Kamerow, CPA, presented the 
AICPA recommendations on S.1062, the "Subtitle F Revision Act of 1979".
Herbert J. Lerner, CPA, delivered the AICPA's views on S.1063, a bill 
which would simplify the rules concerning the installment method of 
reporting gain from sales of real property and casual sales of personal 
property. In addition to endorsing these two steps toward tax simplification, 
the AICPA Federal Tax Division pledged to continue to work with the Congress 
to help make the tax code more manageable.
Anyone wishing to receive one free copy of the AICPA statement on tax 
simplification may do so by contacting the AICPA Washington office, 202/ 
872-8190, ext. 47, prior to 7/3/79 and requesting Document 17-1.
IRS audits of partnership returns will be increased in fiscal year 1979
according to assistant Commissioner Singleton Wolfe. Testifying on 6/19/79 
before the House Government Operations Subcommittee on Manpower and 
Housing, he stated the increased audits will be part of a stepped up 
campaign designed to uncover tax shelter abuses in general and the misuse 
of accelerated depreciation on housing property in particular. The IRS 
will concentrate on those returns which show losses of $25,000 or more 
based on depreciation of real property. Almost one quarter of these high- 
loss partnership returns will be examined according to Wolfe.
A compromise "windfall profits" tax bill was approved by the House Ways and 
Means Committee on 6/19/79. The committee voted 20-16 to approve the 
bill (HR 3919) which contains a more strict tax on oil companies during 
the first years of oil decontrol but also provides for added incentives 
to increase oil production. The committee-approved bill contains a 
70% tax on already discovered oil while newly discovered oil would be 
taxed at a 50% rate. The committee also voted 18-17 to limit amendments 
to the bill on the House floor. Procedural maneuvers may further delay 
full House consideration of the measure. Democrate leaders had previously 
hoped to begin the debate this week.
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SPECIAL: CONGRESS LOOKS AT THE ACCOUNTING PROFESSION
"Accountants, both in and out of government, must lead the way toward 
restoring public confidence i n  our Nation's major institutions."
Addressing the 1979 Annual Symposium of the Association of Government
Accountants in St. Louis last week, Sen. Thomas Eagleton (D-Mb) 
reminded the audience that his Subcommittee on Governmental Efficiency 
plans hearings next month which will consider the 2nd Annual SEC 
Report to the Congress on the Accounting Profession. Sen. Eagleton 
stated that his current expectations for the profession are
essentially unchanged and can be summarized as independence, competence, 
and responsibility. While primarily focusing his remarks in the area 
of government accounting, he again emphasized his determination to 
explore the non-accounting management services which seme audit firms 
provide to their corporate clients.
In a related matter, Rep. James H. Scheuer, (D-NY) addressed the 
question of Government regulation of accountants in a speech before 
the Machine and Allied Products Institute Conference on New Trends in 
Accounting and Financial Reporting, in Washington, D.C. on June 14th. 
Rep. Scheurer's remarks, presented for him by a staff counsel from 
the Consumer Protection and Finance Subcomittee, touched on a wide 
variety of accounting subjects including the new codification of the 
securities laws, the self-regulatory efforts of the AICPA, the Public 
Oversight Board, and in his words, "the accelerating trend toward 
concentration of the profession."
For additional information contact:
Steven Woolf, Susan Retter or Teresa Travers 
202/872-8190
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